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Dear Ms, Cole:

It has come to my attention that the certain pages of the testimony of Patricia Q. West
filed on behalf of Progress Energy Florida, Inc., on August 1, 2012 (DN 05191-12), were

inadvertently omitted. Accordingly, I enclose for filing the original and fifteen (15) copies of
Ms. West’s complete testimony, as well as the attached exhibits.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
DIRECT TESTIMONY OF

PATRICIA Q. WEST

ON BEHALF OF
PROGRESS ENERGY FLORIDA
DOCKET NO. 120007-EIl

AUGUST 1, 2012

Please state your name and business address.
My name is Patricia Q. West. My business address is 299 First Avenue North,

St. Petersburg, FL 33701.

By whom are you employed and in what capacity?
I am employed by the Environmental Services Section of Progress Energy
Florida (“Progress Energy” or “Company”) as Manager of Environmental

Services / Power Generation Florida.

What are your responsibilities in that position?
I am responsible for ensuring that environmental technical and regulatory
support is provided to the implementation of compliance strategies associated

with the environmental requirements for power generation facilities in Florida.
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Have you previously filed testimony before this Commission in connection
with Progress Energy Florida’s Environmental Cost Recovery Clause
(ECRQC)?

Yes.

Have your duties and responsibilities remained the same since you last filed
testimony in this proceeding?

Yes.

What is the purpose of your testimony?

The purpose of my testimony is to explain material variances between the
Estimated/Actual project expenditures and the original cost projections for
environmental compliance costs associated with Pipeline Integrity Management
(Project No. 3), Above Ground Storage Tank (Project No. 4), CAIR/CAMR-
Peaking (Project No.7.2), Best Available Retrofit Technology (BART) Program
(Project No. 7.5), Modular Cooling Towers (Project No.11), Thermal Discharge
Permanent Cooling Tower Project (Project No. 11.1), National Pollutant
Discharge Elimination System (NPDES) Program (Project No. 16), and
Maximum Achievable Control Technology (MACT) Program, now known as
the Mercury and Air Toxics Standards (MATS) (Project No. 17) for the period
January 2012 through December 2012. I will also provide updates on the Cross

State Air Pollution Rule (CSAPR), BART, 316(b) and MATS.

What current PSC-approved projects are you responsible for?
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I am responsible for Pipeline Integrity Management (Project No. 3);
Aboveground Storage Tank Secondary Containment (Project No. 4), Phase 11
Cooling Water Intake (Project No. 6), CAIR/CAMR Peaking (Project No. 7.2),
BART Program (Project 7.5), Arsenic Groundwater Standard (Project No. 8),
Underground Storage Tanks (Project 10), Modular Cooling Towers (Project No.
11), Thermal Discharge Permanent Cooling Tower (Project No. 11.1),
Greenhouse Gas Inventory and Reporting (Project No. 12), Mercury TMDL
(Project No. 13), Hazardous Air Pollutants (HAPs) ICR Program (Project No.
14), Effluent Limitation Guidelines Information Collection Request (ICR)
Program (Project No. 15), NPDES Program (Project No.16) and MATS

Program (Project 17).

Are you sponsoring any exhibits with your testimony?
Yes. I am sponsoring the following exhibits:

e Exhibit No. _ (PQW-1), which includes a letter re: Progress Energy
Florida’s NPDES Renewal Program and associated Administrative Order
that PEF filed in this docket on February 8, 2012; and

o Exhibit No. _ (PQW-2), which includes a verified Petition to Modify
Scope of Existing Environmental Program that PEF filed in this docket
on March 29, 2012.

e Exhibit No. (PQW-3), which includes a letter re: Progress Energy
Florida’s Integrated Clean Air Compliance Plan that PEF filed in this

docket on May 14, 2012,
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Please explain the variance between the Estimated/Actual project
expenditures and the original projections for the Pipeline Integrity
Management Program (Project No. 3) for the period January 2012 to
December 2012.

O&M expenditures for the Pipeline Integrity Management Program are expected
to be $131,196 or 9% lower that originally projected. This decrease is primarily
attributable to the postponement of some projects due to plans to cease operation
of the pipeline after the Anclote Steam Units are converted to natural gas in

2013.

Please explain the variance between the Estimated/Actual project
expenditures and the original projections for the Aboveground Storage
Tank (AST) Program (Project No. 4) for the period January 2012 to
December 2012.

Capital expenditures for the Aboveground Storage Tank Program are expected
to be $5,267 or 100% higher than originally projected. This variance is
primarily driven by costs being incurred in early 2012 to complete the DeBary
tank upgrade that was described in my August 1, 2011 testimony in Docket No.

110007-EL

Please explain the variance between the Estimated/Actual project
expenditures and the original projections for the CAIR/CAMR ~ Peaking

Program (Project No. 7.2) for the period January 2012 to December 2012.
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O&M expenditures for the CAIR/CAMR — Peaking Program are expected to be
$47,573 or 52% higher than originally projected. This variance is mainly due to
postponement of some testing at the Suwannee and Intercession City plants from
2011 to 2012. In addition, actual costs for some testing and equipment rental

were higher than originally anticipated.

Please explain the variance between the Estimated/Actual project
expenditures and the original projections for the Best Available Retrofit
Technology (BART) Program (Project 7.5) for the period January 2012 to
December 2012.

O&M expenditures for the BART Program are expected to be $27,000 or 100%
higher than originally projected. This variance is due to the need to perform
sulfur dioxide (SO;) emissions modeling in support of the Florida Department of
Environmental Protection’s (FDEP) ongoing work to amend its State
Implementation Plan as directed by the Environmental Protection Agency
(EPA). The need for this type of effort was referenced in the May 14, 2012
update of PEF’s Integrated Clean Air Compliance Plan provided as Exhibit No.

__ (PQW-3).

Please explain the variance between the Estimated/Actual project
expenditures and the original projections for the Modular Cooling Towers
(Project 11).

O&M expenditures for the Modular Cooling Towers are expected to be

$902,020 or 100% higher than originally projected. As stated in my April 2,
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2012 testimony filed in this docket, the removal of the cooling towers was
deferred from 2011 to 2012. The dismantlement costs include demobilization
activities, freight costs to transport equipment and materials, crane and forklift

rental, contract labor, and cleaning fees.

Please explain the variance between the Estimated/Actual project
expenditures and the original projections for the Thermal Discharge
Permanent Cooling Tower (Project No. 11.1) for the period January 2012 to
December 2012.

PEF has estimated 2012 capital expenditures of $563,727 which is 100% higher
than originally projected. As discussed in my August 26, 2011 testimony in
Docket 110007-EL, when the projection filings were done in 2011, due to
uncertainty around new environmental regulations and timing associated with
the Crystal River Unit 3 (CR3) repairs, no projection was provided. The work
necessary to permit, design, engineer, procure and manufacture equipment and
material for the additional cooling tower was placed on hold as a result of the
extended CR3 outage. Work on this project was suspended to provide PEF time
to evaluate the need for this work under new and evolving environmental
requirements affecting the Company’s generation resource options and plans.
These environmental regulations may impact operation of the fossil units at
Crystal River, and therefore, impact the need for the additional cooling tower.
Under the current schedule for the CR3 EPU phase work, PEF does not need to

commence construction work until April 2014. The cost estimates for work in
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2012 are for reasonable storage costs for equipment associated with the

permanent cooling tower.

Please explain the variance between the Estimated/Actual project
expenditures and the original projections for the National Pollutant
Discharge Elimination System (NPDES) Program (Project No. 16) for the
period January 2012 to December 2012.

O&M expenditures for the NPDES Program are expected to be $419,554 or
65% lower than originally projected. This variance is primarily due to delay in
work on thermal discharge studies pending authorization to proceed from the
FDEP. In addition, as explained in the February 8, 2012 program update
provided as Exhibit No. __ (PQW-1), the Administrative Order issued with the
NPDES renewal permit for PEF’s Suwannee Plant includes a new requirement
that PEF did not anticipate when it filed its 2012 cost projections in August
2011. Specifically, the Administrative Order requires PEF to perform a study of
copper discharges from the Suwannee Plant and, depending upon the results,
may require PEF to perform additional feasibility studies to evaluate options to
comply with the copper discharge limit. As required by the Order, PEF
submitted a Plan of Study to FDEP in June 2012. PEF is awaiting the agency’s
response to the plan and will proceed with work as outlined in the Order. The
cost projections for 2012 remain at $40,000 as stated in the February 8, 2012,

NPDES program update.
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Please explain the variance between the Estimated/Actual project
expenditures and the original projections for the Mercury & Air Toxics
Standards (MATS) Program (Project No. 17) for the period January 2012
to December 2012.

Capital expenditures for the MATS Program are expected to be $1,250,930 or
100% higher than originally projected. This variance is associated with PEF’s
development of a compliance strategy for Crystal River Units 4 and 5. As stated
in the May 14, 2012 update of PEF’s Integrated Clean Air Compliance Plan
provided as Exhibit No._ (PQW-3), PEF will be conducting more detailed
emissions testing and continuous monitoring, including the installation of carbon
traps that will allow measurement and trending of mercury emissions from these
units. O&M expenditures are expected to be $283,200 or 94% lower than
originally projected. This variance is primarily attributable to the change in
strategy for Crystal River Units 4 and 5 as described in the May 14, 2012
program update (e.g., use of carbon traps rather than control optimization and
testing, stack emissions testing, and varying unit operational parameters). Costs
associated with the MATS compliance program for the Anclote Units 1 and 2

are addressed in the Direct Testimony of Mr. Joel Moran.

Is PEF requesting recovery of 2012 costs for any new or modified
environmental programs?
Yes. On March 29, 2012, PEF filed a petition requesting Commission approval

to recover costs associated with the conversion of PEF’s Anclote Units to fire
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100% natural gas as part of its previously approved Integrated Clean Air

Compliance Program. This petition is provided as Exhibit No. _ (PQW-2).

Please explain PEF’s request for recovery of costs associated with the
Anclote Project.

As discussed in PEF’s petition the EPA published new Mercury and Air Toxics
Standards (MATS) for emissions of various metals and acid gases from both
coal and oil-fired electric generating units (EGUs). Because the Anclote Units
currently fire fuel oil above regulatory thresholds prescribed in the new rule, the
units would be subject to the new MATS for oil-fired EGUs. However, PEF has
determined that the most cost-effective compliance option for PEF’s Anclote
Units 1 and 2 is to convert the units to fire 100% natural gas. Details of the
project are provided in PEF’s petition and the Direct Testimony of Mr. Joel

Moran.

Has the Company projected the costs it will incur associated with Anclote
MATS compliance?
As provided in Mr. Joel Moran’s testimony the total expected cost of the

Anclote MATS compliance project is $79.3 million.

Do the new costs for which PEF seeks recovery qualify for recovery
through the ECRC?
Yes. Costs for which PEF secks recovery meet the requirements for ECRC

recovery previously established by the Commission. Specifically, the
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expenditures are being prudently incurred after April 13, 1993; the activities are
legally required to comply with a governmentally imposed environmental
requirement which was created, or whose effect was triggered, after the
minimum filing requirements (MFRs) were submitted in PEF’s last rate case
(Docket No. 090079-EI); and none of the costs of the new program are being

recovered through base rates or any other cost recovery mechanism.

Has the Commission previously approved recovery of costs for similar
activities associated with development of environmental compliance
measures?

Yes. PEF is undertaking the project for the specific purpose of complying
with EPA’s new MATS rule, which constitutes an “environmental law or
regulation” as that term is defined in Section 366.8255, F.S. Like many, if not
most, environmental regulations involving air emissions, the MATS rule
imposes emission limits, but does not dictate how to comply. “[Wlhere a
particular environmental requirement does not detail the specific means to
comply with the requirement, the utility [is] impliedly required to comply in the
most reasonable and cost-effective manner.” Order No. PSC-07-0783-FOF-EI,
p.6 (Sep. 26, 2007). Based on this understanding, the Commission has approved
a wide variety of emission-reducing activities, ranging from installation of
pollution controls to unit retirements, as environmental compliance costs. See,
€.g.., Order No. PSC-02-1396-PAA-EI p. 8 (Oct. 9, 2002) (finding that six
specific activities, including emission controls and unit retirements constituted

“environmental compliance costs”). In this case, PEF essentially has two

10
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options to comply with MATS at the Anclote Plant: install emission controls to
meet the new emission limits for oil-fired units or maintain oil-firing below the
heat input thresholds specified in the new rule.. As explained in PEF’s March
29, 2012 petition, converting the Anclote units to fire 100% natural gas is the

most reasonable and cost-effective compliance option.

Please discuss PEF’s 2012 costs associated with Crystal River Units 4 and §
MATS compliance.

As explained in the May 14, 2012 update attached as Exhibit No. __ (PQW-3),
when PEF submitted its 2012 projects in Docket No. 110007-EI, PEF expected
to incur approximately $300,000 in costs for emissions testing needed to assess
mercury, particulate and acid gas emissions from Crystal River Units 4 and 5 in
order to develop the Company’s MATS compliance strategy for those units.
Based on a review of the final MATS rule issued on December 21, 2011, as well
as the results of initial emissions testing, PEF has determined that more detailed
emissions testing and continuous monitoring is required to enable PEF to
adequately assess potential mercury control strategies. Among other things,
PEF plans to install mercury monitors that will enable the Company to develop a
longer-term assessment of mercury emissions under a variety of operating
conditions and control options. This longer-term assessment is necessary to
ensure that potential control options can consistently achieve compliance on a
30-day rolling average basis as required under the final MATS rule. The cost of

these activities is expected to be $1,250,930.

11
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Has the Company determined the final MATS compliance strategy
associated with Crystal River Units 4 and 5?
No. MATS planning is still underway with a compliance deadline of April 16,

2015.

Please provide an update of Best Available Retrofit Technology (BART)
regulations.

On May 25, 2012, the EPA proposed a partial disapproval of Florida’s proposed
Regional Haze State Implementation Plan (SIP) because the proposed SIP relies
on CAIR to satisfy BART requirements for SO, and NO, emissions. Although
CAIR remains in effect while litigation against the Cross State Air Pollution
Rule (CSAPR) proceeds, the EPA is requiring states to incorporate the Cross
State Air Pollution Rule (CSAPR) in place of CAIR in their Regional Haze
SIPs. PEF has been working with the FDEP to develop a specific BART and
Reasonable Progress permits for affected units that will be incorporated into
Florida’s revised SIP submittal, which was due to be submitted to EPA by July

31, 2012.

Please provide an update of 316(b) regulations.
On July 18, 2012, the EPA announced that it reached an agreement with the

Riverkeeper to extend the deadline for issuing the 316(b) rule to July 27, 2013.

12
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Please provide an update of the Cross State Air Pollution Rule (CSAPR)
issued by the EPA on July 6, 2011.

The CSAPR was stayed by the U.S Court of Appeals for the D.C. Circuit on
December 30, 2011, leaving the Clean Air Interstate Rule (CAIR) in effect until
the litigation against the CSAPR is resolved. Oral argument in that litigation
was held on April 13, 2012, and a decision by the court is expected in the

summer of 2012.

Does this conclude your testimony?

Yes.

13



Docket No. 120007l
Progress Energy Florida, Inc.
Letter Re: NPDES Renewal Program

Hopping Green & Sams Exibit No. (PO 1)

Page 1af 6
Mtorngys 3nd Counsalors

Writer's Direct Dial No,
(350) 425-2359

February 8, 2012

BY HAND-DELIVERY RED ACTED

Martha Carter Brown, Esquire
Office of General Counsel

Florida Public Service Commission
2540 Shumard Oak Bivd.
Tallahassee, FL, 32399-0850

Re:  Inre Environmental Cost Recovery Clause, Docket No. 120007-E1
Progress Energy Florida’s NPDES Renewal Program

Dear Martha:

On behalf of Progress Energy Florida, Inc. (PEF or “Company”), I am writing to advise
the Commission and the parties of a recent development related to PEF’s previously approved
NPDES Renewal Program.

In Order No. PSC-11-0553-FOF-EI issued in Docket No. 110007-EI on December 7,
2011, the Commission approved ECRC recovery of PEF’s costs associated with new
environmental requirements included in various NPDES renewal permits issued or to be issued
for various PEF facilities, At the time, a final NPDES renewal permit had not been issued for
PEF’s Suwannee River Power Plant. Shortly thereafter, however, on December 14, 2011, the
Florida Department of Environmental Protection issued a final NPDES renewal permit and
associated Administrative Order for the Suwannee Plant. The Administrative Order includes a
new requirement that PEF did not anticipate when it filed its petition requesting approval of the
new NPDES Renewal Program in March 2011 or when the Company filed its 2012 cost
projections in August 2011. Specifically, the Administrative Order requires PEF to perform a
study of copper discharges from the Suwannee Plant and, depending upon the results, may
require PEF to perform additional feasibility studies to evaluate options to comply with the
copper discharge limit. A copy of the Administrative Order is attached. At this time, PEF
expects to incur approximately {JJJlf on the initial copper discharge study, beginning in
February, 2012. (Because the projected costs constitute confidential business information, PEF
is submitting this letter along with a Request for Confidential Classification).

Because the new copper study requirement is within the scope of the previously approved
NPDES Renewal Program, PEF will include the costs associated with the new copper discharge
study within the Company's estimated/actual projection filings for that program. We also will
keep the Commission apprised of any further developments related to the NPDES Renewal
Program during the course of this year’s ECRC proceedings. )

'\.n:f‘!'l‘lt—i" ‘“ YTl macs
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Decket Na. 120007-61
Progress Energy Florida, Inc.
Letter Re: NPDES Ranawal Program

Martha Carter Brown, Esq. - Exhibit No. _ (PQW-1)
Febmary 3, 2012 Page 2of6
Page 2

(n the meantime, please do not hesitate to contact me should you have any questions or
comments.

Very truly yours,

HOPPING GREEN & SAMS, P.A,

By: C/ézﬁ y?
Gary V. Perko  /

Antorneys for PROGRESS ENERGY FLORIDA, INC.

Enclosure
ces All counsel of record

Hopping Green & Sams

Attarnays and Counselors
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Progress Energy Florida, lnc.

Letter Re: NPOES Renewal Program
Extubit No, __ {(PQW-1)

Page 3ofb

BEFOREK THX STATE OF FLORIDA

DEPARTMENT OF ENVIRONMENTAL PROTECTION
IN THE MATTER OF:
Florids Powee Corp.. ' _
Progress Energy Florids, Ine. Administrative Ordes No. AG-026-TL.
4037 River Road
Live Oak, Florida 32060
Suwannes River Power Plant

DEP Permit Noz FL0O000133
ADMINISTRATIVE ORDER:
L STATUTCRY AUTHORITY

Tha Department of Eavironmental Protection (Department) lssues this Administrative Ordes undee. the
authority of Seetion 403.088(2)(f% Flovids Statutes (F.S.). The Secretary of the Department has delegated this
authority to the Director of the Division of Water Resources Mansgement, who ismes thiy order and makes the
following findingy of fct.

1 A FINDINGS OF FACT

1. Florida Power Corp. Progress Energy Florida, [n. (Permittes) is 8 “person™ as defined under Section:
403.031(5% B3

2, ThaPermittes cwas and operates a steam clectris powes genersting facility kngwn as Suwannes River Power
Plant (“Facility™). The Facility, located at 4037 River Road Live Cak, Suwannes County, Florids 32060,
WWWmm«mmummmmmunr&

3. The Permittes s filed & timely application for rengwal of NPDES Parmit Nox FLO0OG183 (Permit), under
Section.403.085(2), F.S. .

4. Ounee-through coolirig water discharges to Suwannes River, which (§ desigated a Cliss IIT Sreshiwates
pursuant to Ruls 62-302.400¢14), Fléride Administrative Code (PA.C), and ss n Outstanding Florids Water
pursuant to Rule 62-302.700(9)}c)E71), B.AC.

5. Previous sampiing fias shown that on occasion: the once through cooling water cancentrations foe totak
rocaverable copper exceed the Class [T fresh water quality criterion i Rule 62-102.530(23), F.A.C. The
Permittée does not add chemical products that contain copper to the wastewater. It is believed that the sourcs
of copper is Sony material used in construction'of the oncs througlt cooling water systerm.

§. At issusnce of the previous Permit, the Department considered thie Facility eligible for a total recaversble
copper mixing zoue pursuent to Rules 62-4.244 and 62-302300(!0);&), FAC, Hencex the previous Permit
included & mixing zone fur totad recoverable coppen Compliancerwiths the total recaverable copper water
quality standard was demonstrated at the edge of the mixing zone

7. As part of the permit renawal process, the mixing zone size was re-evalisted with & mathématical model
using the most recent data available to the Department.. The model resuits predicted that the required size
needed to meet the Class [l fresh water quality standard at the edge of the mixing zone withim the Suwannes
River exceeds the maximum size allowed uder Rule 62-4.244, FA.C. Hénce, the Department is untabls to
apprave the contiuance of the total recoverable copper mixing zone,

8. The Départment finds that:.



Daocket Mo, 12C007-El
Pregress Energy Florida, Inc.

Administative Order No. AQ-026-TL Letter Re: NPDES Renewal Program
PEF Suwsnnes River fower Plant Exhibit No. __ (PQW-1)
NPDES Permit No. FL0G0G1 83 Pige d ot 6

a.  Thersis no present, reasonable, alternative means of disposing of the waste other than by discharging.
it into the waters of the states

b. TR granting of an operation permit will be irl the public interest; and,:
¢ Thedischargs will not be unreasonably destructive to the quality of the receiving waten.:

9. This order and associsted wastewater Permit FL.0000] 33 constitute the Department’s anthorization to:
discharge poilutsnts to waters of the stats under the NFDES program, and its determination that the Fecility is
irs compHsace with Section 403.088, F.S. This arder includes an implementation schedulex

O ORDER
Based on the foregoing f{indings of fact,
IT 1S ORDERED,

10, No later than 130 days ater the effective date of this Order, the Permittes shall prepare and submit for the:
Department’s review s plass of suudy (POS) and schedule fir ths identification and svafuation of potentiat
copper sources withis the Pacility snd colléction of paired intake xod dischargs dats sets that pairs totad
recaversble and dissolved topper in the Sawannee. The POS shall be designed and implemented tor
demonstrate that the dischuarge fiom the Facility meuts ths discharge limitations s Past LAL; of Qe Permit
Tha resuits of the evalustion shail be submitted in & report (Report) to the Department for review and
approval no [ater thas 60 days after the appraved POS complation date.

11. Iftia Report fuils b0 demonstrats that the effluent dischargs from the Facility meets the total recoverabls
copper discharge limitation in Part LA. 1. of the Permit, the Permittes shail prepars s foesibility study (Study)
for the evaluation of ou-site recycling and treatment options (0 achicve the discharge limitation(s), The Study
SMNMIMwMW&mmMdeMHM&MMﬂnWPOS
complation dates

12. The Parmittee may petition the Department for an appropriate moderating provision or other available relief

provided for under Chapters 120 or 403, B 9., and the rales promulgated tereundes,; Any petition fors
mmummwmammmmmwmmm

fmhhtyofwh.mdumpﬂngothu&nmm analytica) methods, inv and around the.
cutfall ftw the etffient discharge designated as Qutfhil D-003 in the Permit. Any such petition shail bs:
submitted no Iater thary 60 dsys after receipt of Department approval of a Repors and.shail demonstrate the
need for 8 less sringent discharge limitation thaa coutained in Part LA.L. of the Permit in accordance withs
Rule 62-620.6203), F.A.C.

11. No later then 48 months after the affective date of this Ordey, the Permittee shall cither comply with the total
recoversbls copper discharge limitations in Past I.A. L. of the Permit, or with ag altemative dischargs .

limitation based:on the Reports and Study as approved by the Depastment.

14, Until compliance with the copper limitstions in Past LA, |, of the Permit iy achisved as required ia ITL13. of
this Ordes, e Permittos shall comply with an interim tota} rocaverable copper limitationrof 34.0 ug/L at the
discharge from Outfills D-001.

5. The Permittes shail maintain and operats its facilities in complimcs with all other conditions of the Permit.

!6. Thix order may be modified througly revisions as se¢ forth in Chapter 62-620, F.A.G.

17. Unless otheswiso specificd herein, reports or other information required by this order Mb«mm
Industrial Wastewater Section, ATTN: Mail Station 3545, Depsrtment of Eavironmental Protection, 2500
Blair Stone Road, Tallahassee, Floridx 32399-2400, with 2 copy sent to: Industrial Wastawater Section,
Department of Environmental Protection, Northeast District, 7325 Baymeadows Way, Suils 5200,
Jacksonville, Floride 12256-7590,

]
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13, This order does not operate as a permit under Section 403.088, F.S, This order shall be incarporated by
reference info NPDES Permit No. FLOC0O! 83, whichs shall require compliancs by the Permittes with the
requirements of this crder.

19, Failure to comply with the requirements of this order shail comstitute 8 violatices of this order and Permit No,
FLG000133, and mxy subjeet tha Permittee to pensities as provided {n Section 403.161, F.S..

20. Am:xadqisﬁmlwmmd mmaﬂotmmmmmrmmmmmmmm
ordee unjess s petition for an sdministrative proceeding (hearing) is filed in sccordance with the notice se¢
forth in the following Section,

21. Ifany event occurs that canses delay or the reasonable likelihood of deliy, in complying with the:
requirements of this order, the Permittea shail have the burden of dernonstrating that the delay was s will ba
cansed by circumsiances beyond the reasonabls conirol of the Permittes and could not have beers os cannot be
overcoms by the Permitiee’s due diligence: Economie circumstances shall not be considered circumstances
beyond tfie reasonable control of the Permittes, nor shail the failure of 8 contractes, subcontractor;
materiaiman or otiter sgent (coilectively referred ta as "tontractor*) to whons responsibility foe performancs is
delegated (o meet contractuaily imposed Jeadlines be a cause beyond the conrol of the Permittes; uniess the
cause of the contractor’s late performance was.also beyond the contractoe’s control. Delays in final agency-
action.oa & spplication for & relief mechanism are eligible for consideration undes this paragraply, provided
that none of those delsys were s result of lats submission bty the Permittes: Upoamomm
causing delsy, or upons decoming aware of & poteatizl for deliy, thé Pérmiites shail notify the
onﬂymmsﬂestNMDmm@M}m-nﬂ.wmuMcbyt!mnmwiﬂng
day sad sball, within seven calendsr days of oral notification to the Department, notify the Depatmont in
writiog att Northesst District office, 7323 Baymeadows Way, Suite B-200, Jacksonville, Floride32256-7590
of the anticipated length and cause of the delsy, the messures taken os to be taken t0 prevent or minintize the
deisy and the timetable by which Pacility intends to implement thess measures.. If the delay or saticipated
delny hag beess ox will de caused by circumstances beyond the resscnsbid control of the Pecmittes; tha time for
pasformance Hereunder shail be extended for & period equal ta the dalsy resuiting fram such circunstances.

V. NOTICX OF RIGHTS

A person whose substantis} interesty ave affécted by the Department’s decision may petitias for m.
administrative proceeding (hearing) undee Sections 120.569 and 120.57 of the F.9. Tha petition must contain the
information set (Geth below and must be filed (received by the clark) in the Ofice of General Comnsel of the
Department at 3900 Commonwesitly Boulevard, Mail Station 33, Tallafasses, Florida 32399-1000.

Petitions by the applicant or any of tha parties listed below must ba Hled within foustven days of receipt of
this written notice. Petitions filed by any persons othes thary those entitted to. written notice under Section:
120.60(3), 3., must be filed within fourteen days of publicstion of tha gotice or within fourtess days of receipt
of the writhen notice, whichsver occurs first.

Under Section 120.50(3), F.8., however, any person who has asked the Department foe notice of ageacy
action may filg & petition within fourtcen dxys of receipt of such notice, regardlesy of the daswof publicatios,

The petitioner shall niail & copy of the petition. to ths applicant st the sddress indicated ahove at the time of
filing. The failure of any person to file & petition within the appropriste tims period shall constitute s waiver of”
that person’s right 10 request an administrative determination (hearing) under Sections 120.569 and 120.57, F.8..
Any subsequent intesvention (in a proceeding initisted by another party) will be only at the discretion of the
presiding officer upon tha filing of & moticn in compliance with Rule 23-106.205, F.A.C.

A petition that disputes the material facts on which the Department’s action is based must contain the
following information:

(s) The name, address, and telephons number of each petiticuer; the Depastment permit identification
number and the county in which the subject matter or activity is located}

(b) A saatement of haow and when each petitioner received notice of the Department action;.

3
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(s) A statement of how each petitioner’s substantal interests are affected by the Depastment action;
(d) A statement of the material facts disputed by the petitiones; if sny;
{0) A statement of facts that the petitiones contends warrant reversal or modification of the Department’

(f) A statement of which rules or statutes the petitiones contends require reversal ar modificaticn of the-
action; and
namamaumwwmmm;mymmubmmm
Department to taks,
A petition that does ot dispute the material facts on which the Department’s action is based shall state that
no such fcts sre in disputs and octherwiss shatl contrin the ssme information as set fortly above, as required by
Rule 28104301, F.AC.

Becauss the administrative hearing process is designed to. formulate final sgency sction;, the filing of &
petition means that the Department’s final action msy be diffirent from the position taken by it in this notice.
Persons whose substantial interests will be affected by any sucle Anal decisios of the Department have tho right to
petition to become & party ta the proceeding, in accordancs with the requirenseats ses {orth above.

Medistion undee Section 120.573, F.9., is not available fos this proceading,

This actloa is final and éffective ca the date filed with the Clerk of the Department unless 2 petition is filed in
accardance with the sbove. Upoa the timely filing of a petitios this order will nos be offective until firther ceder of
the Departmens. V

Ay pasty to the order has the right to seck judicial review of iiis order under Section 120.68, F.3; by the filing
of & notics of appeal under rule 9.110 of e Florids Rules of Appeilate Procedire with the Clerk of the Departmens.
mmomaomucmmsmn.smwmmmmm»
JO0M% and by filing a copy of the notice of sppeal sccompanied by the spplitabls fillng fees with the
district cours of sppeal. Tle notice of appeal must be filad within 10 days Som the dats whew the finsl ordes in
filed with the Clark of the Depmtments.

Directd ’
Division of Watey Resourcs Managemensy'

CLERX STAMP

FILED AND ACKNOWLEDGED on this date;, under Section 120.52(7) of the Florids Statutes, with the
dexignated Departmont Clerk, receipt of which is acknowiedged.

Sbteny 4 e dD

Clerk ¥
Q- 14-3011
Date

Copies furnished to Permnit Distribution List
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BEFORE THE PUBLIC SERVICE COMMISSION

[n re: Environmental Cost Recovery Clause DOCKET NO. 120007-E1
FILED: March 29, 2012

PROGRESS ENERGY FLORIDA, INC.’S PETITION TO MODIFY
SCOPE OF EXISTING ENVIRONMENTAL PROGRAM

Progress Energy Florida, Inc. (“PEF” or “Company”), pursuant to Section 366.8255,
Florida Statutes, and Florida Public Service Commission Order Nos. PSC-94-0044-FOF-EI and
PSC-99-2513-FOF-El, hereby petitions the Commission to modify the scope of its previously
approved Integrated Clean Air Compliance Program to encompass additional activities such that
the costs associated with such activities may be recovered through the Environmental Cost
Recovery Clause (“ECRC™). In support, PEF states:

I. Petitioner. PEF is a public utility subject to the regulatory jurisdiction of the
Commission under Chapter 366, Florida Statutes. The Company’s principal offices are located
at 299 First Avenue North, St. Petersburg, Florida.

2. Service. All notices, pleadings and other communications required to be served

on the petitioner should be directed to:

Gary V. Perko John T. Burnett
Hopping Green & Sams, P.A. Dianne M. Triplett
119 S. Monroe St., Suite 300 Progress Energy Services Co., LLC
P.O. Box 6526 (32314) 299 First Avenue North, PEF-151
Tallahassee, FL 32301 St. Petersburg, FL. 33701
Tel. §50.222.7500 john.bumett@pgnmail.com
Fax. 850.224.8551 dianne. triplett@pgnmail.com
gperko@hgslaw.com
3. Cost Recovery Eligibility. As further discussed below, the U.8. Environmental

Protection Agency (“EPA”) recently issued new air emission standards for coal and oil-fired

electric generating units (*EGUs"). As a result of the new regulations, PEF will incur costs for, ., ,~¢
sy T T R [

01831 HAR 79 o
FPSC'COMH\SSION CLERK
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new environmental compliance activities related to its previously approved Integrated Clean Air
Compliance Program. As detailed below, the new compliance activities meet the criteria for cost
recovery established by the Commission in Order No. PSC-94-0044-FOF-El in that:

(a) all expenditures will be prudently incurred after April 13,
1993;

(b) the activities are legally required to comply with a
govérnmentally imposed environmental regulation that was
created, became etfective, or whose ctfect was triggered
after the company’s last test year upon which rates are
based; and

(c) none of the expenditures are being recovered through some
other cost recovery mechanism or through base rates.

The information provided below for each program satisfies the minimum filing requirements
established in Part VI of Order No. PSC-99-2513-FOF-EL

4. PEF’ ved Integyat lean Ai mplian lan. In the 2007 ECRC
Docket, the Commission approved PEF’s Integrated Clean Air Compliance Plan (Plan D) as a
reasonable and prudent means to comply with the requirements of the Clean Air Interstate Rule
(CAIR), the Clean Air Mercury Rule (CAMR), the Clean Air Visibility Rule (CAVR), and
related regulatory requirements. See Order No. PSC-07-0922-FOF-EI, at 8 (Nov. 16, 2007). In
each subsequent ECRC docket, the Commission approved PEF’s annual review of the Integrated
Clean Air Compliance Plan, concluding that the Plan remains the most cost-effective alternative
for achieving and maintaining compliance with the applicable air quality regulatory
_requirements. Se¢ Order No. PSC-11-0553-FOF-EI, at 13-14 (Dec. 7, 2011); Order No. PSC-10-
0683-FOF-EI, at 6-7 (Nov. 15, 2010); Order No. PSC-09-0759-FOF-EI, at 18 (Nov. 18, 2009);
Order No. 08-0775-FOF-EI, at 11 (Nov. 24, 2008).
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5. New Environmental Requirements. As the Commission is aware, in February
2008, the U.S Circuit Court of Appeals for the District of Columbia vacated the CAMR
regulation and rejected EPA’s delisting of coal-fired EGUs from the list of emission sources that
are subject to Section |12 of the Clean Air Act. See Order No, PSC-09-0759-FOF-EI, at pp. 15,
18 (Nov. 18, 2009). As aresult, in lieu of CAMR, the EPA was required to adopt new emissions
standards for control of hazardous air pollutant emissions from coal-fired EGUs. Id. The EPA
issued its proposed rule to replace CAMR on March 16, 2011, with publication following in the
Federal Register on May 3, 2011. Seg 76 Fed. Reg. 24976 (May 3, 2011). Following the public
comment period on the proposed rule, the EPA released the final rule on December 21, 2011,
with publication in the Federal Register following on February 16, 2012. See 77 Fed. Reg. 9304
(Feb. 26, 2012).

6. The final rule establishes new Mercury and Air Toxics Standards (“MATS”) for
emissions of various metals and acid gases from both coal and oil-fired EGUs, including,
potentially, units at PEF’s Crystal River Plant (Units 1, 2, 4, and 5), Anclote Plant (Units | and
2), and Suwannee Plant (Units 1, 2, and 3). The Clean Air Act generally provides a 3-year time
frame to comply with MATS, although the permitting agency has the authority to add one year,
and the President has the authority to add up to two additional years. |

7. "New Compliance Activities for Anclote Units | and 2. Anclote Units | and 2
currently have a maximum summer rating of S00MW and 510 MW, respectively. The current
natural gas firing capability for cach unit is limited to 40% of the total heat input. Because the
balance of the heat input is from heavy fuel oil, the units would be subject to the new MATS for

oil-fired EGUs. [lowever, PEF has determined that the most cost-effective compliance option
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for PEF’s Anclote Units | and 2 is to convert the units to fire 100% natural gas and thereby
remove the units from the scope of the new MATS regulation,

8. PEF considered two compliance alternatives for the Anclote units. The first option
would achieve compliance with the new MATS through use of emissions controls, specifically
low NOx bumers and an electrostatic precipitator (“ESP”). The second option would achieve
compliance through conversion of the units to operation on natural gas as the single fuel.! After
estimating the capital costs and unit performance implications of the two options, PEF
determined that the natural gas option has economic benetfits in terms of both capital costs and
tuel savings. Based on conservative cost estimates associated with the emissions controls that
would be necessafy to achieve oil-fired compliance, the capital cost of the gas conversion is
expected to be at least $12 million less than the capital costs for the emissions controls. PEF also
estimated the fuel cost differential of the two options, primarily to ensure that implementation of
the gas conversion would not cause an increase in system fuel costs. The analysis demonstrates

“that the net impact on system cost is positive (savings), indicating an additional benefit.

9 Preliminary studies indicate that the addition of three levels of fuel gas burners in
combination with the existing natural gas burners will be required to provide full output on 100%
natural gas. Thermal analysis of the boiler for operation on 100% natural gas indicates that a
portion of the lower horizontal superheater will need to be removed to limit heat absorption and
manage superheater tube metal temperatures. [n addition, the gas supply line measurement and

regulation (“M&R™) facilities will require upgrades to support operation on 100% gas. Finally,

' A third option, discontinuation of heavy fuel oil use without conversion, was rejected because
of its negative effect on fleet capacity and the resulting requirement to purchase or construct
additional generation to meet reserve margin and operational requirements, including potential
system reliability impacts
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the finishing horizontal superheater for each unit will require metallurgy upgrades to
accommodate the peak temperatures resultant from the gas conversion. While the additional
burners and the replacement superheater form the majority of the boiler work required, other
areas of the boiler and its control system may require contiguration changes to complete the
conversion based on ongoing boiler engineering analysis and condition assessment.

10.  Cost Estimates. PEF expects to incur approximately $79 million in total capital
costs to convert the Anclote units to fire 100% natural gas. PEF expects to incur approximately
$26 million in 2012 and the remainder (approximately $53 million) in 2013. PEF currently
anticipates that both converted units will be placed in service by the end of 2013.

11. Prudence of Expenditures. As discussed above, in order to ensure that the costs
incurred to comply with the new regulation are prudent and reasonable, PEF performed a
comparative analysis and determined that the natural gas conversion project is the most cost-
etfective compliance option for Anclote Units 1 and 2. To ensure that actual expenditures are
reasonable, PEF will competitively bid procurement of major boiler equipment to boiler original
equipment manufacturers (OEMs).

12. No Base Rates Recovery of Program Costs. None of the costs for which PEF
seeks recovery by this Petition were included in the MFRs that PEF filed in its last ratemaking
proceeding in Docket No. 090079-El. Therefore, the costs are not recovered in PEF’s base rates.

13. No Ch in Current Factors. PEF does not seek to change the ECRC
factors currently in effect for 2012. The Company proposes to include in its estimated true-up
filing for 2012 all program costs incurred subsequent to the filing of this petition through the end

of 2012. PEF expects that all of these costs will be subject to audit by the Commission and that
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the appropriate allocation of program costs to rate classes will be addressed in connection with
subsequent filings.

14.  No Material Facts in Dispute. PEF is not aware of any dispute regarding any of
the material facts contained in this petition. The information provided in this petition
demonstrates that the programs for which approval is requested meets the requirements of
Section 366.8255 and applicable Commission orders for recovery through the ECRC.

-WHEREFORE, PEF requests that the Commission modify the scope of PEF’s previously
approved Integrated Clean Air Compliance Program to encompass additional activities
associated with the Anclote MATS compliance project described above, such that the costs
associated with such activities reasonably may be recpvered through the ECRC.

RESPECTFULLY SUBMITTED this ,&day of March, 2012.

John T. Bumett HOPPING GREEN & SAMS, P.A.
Associate General Counsel

Dianne M. Triplett %
Associate General Counsel By: /

PROGRESS ENERGY SERVICE V. Per% St/

COMPANY, LLC ‘ 119 8. Monroe S£., Ste. 300 (32301)
Post Oftice Box 14042 P.O. Box 6526

St. Petersburg, FL. 33733-4042 Tallahassee, FL 32314

PEF-151 gperko@hgslaw.com

Tel.: (850) 425-2359
Fax: (850)224-8551

Attormeys for PROGRESS ENERGY FLORIDA, INC,
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CERTIFICATE OF SERVICE

o [ HEREBY CERTIFY that a true and correct copy of the foregoing has been
furnished to all counsel of record and interested parties as listed below via regular U.S.

mail this 29th day of March, 2012.

Martha Carter Brown, Esquire
Office of General Counsel

Florida Public Service Commission
2540 Shumard Oak Boulevard
‘Tallahassee, Florida 32399-0850

J. Jeffry Wahlen, Esquire
James D. Beasley, Esquire
Ausley Law Firm

Post Office Box 391
Tallahassee, Florida 32302

LR. Kelly, Esquire

Patricia Christensen, Esquire
Charles J. Rehwinkel, Esquire
Office of Public Counsel

¢/o The Florida Legislature

111 West Madison Street, Room 812
Tallahassee, Florida 32399

Jeffrey A. Stone, Esquire
Russell A. Badders, Esquire
Beggs & Lane Law Firm

Post Office Box 12950
Pensacola, Florida 32591-2950

Karen 8. White, Staff Attomey
¢fo AFLSA/JACL-ULT

139 Barnes Drive, Suite 1

Tyndall AFB, Florida 32403-5319

Keef Law Firm

Vicki Gordon Kaufman/John C. Moyle, Jr.

118 North Gadsden Street
Tallahassee, Florida 32301

John T, Butler, Esquire

Florida Power & Light Co.

780 Universe Boulevard

Juno Beach, Florida 33408-0420

Florida Power & Light Co.
215 S. Monroe Street, Suite 810
Tatlahassee, Florida 32301

Paul Lewis, Jr.

Progress Energy Florida, Inc.

106 East College Avenue, Suite 800
Tailahassee, Florida 32301-7740

Susan Ritenour, Esquire

Gulf Power Company

One Energy Place

Pensacola, Florida 32520-0780

Paula K. Brown, Esquire
Regulatory Affairs

Tampa Electric Company
Post Office Box 111
Tampa, Florida 33601-0111

R. Alexander Glenn, Esquire

John T. Burnett, Esquire

Dianne M. Triplett, Esquire

Progress Energy Service Company, LLC
Post Office Box 14042

St. Petersburg, Florida 33733

=
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Charles W. Murphy, Esquire
Office of General Counsel
Florida Public Service Commission
2540 Shumard Oak Bivd.
Tallshassee, FI, 32399-0850

Re:  Inre Environmental Cost Recovery Clause, Docket No. 120007-El
Progress Energy Florida’s Integrated Clean Air Compliance Plan

Dear Mr. Murphy:

On behalf of Progress Energy Florida, Inc. (PEF or “Company’), I am writing to update
the Commission and the parties regarding PEF’s ongoing integrated clean air compliance
planning activities. As discussed below, PEF expects to incur additional costs, beyond those
previously anticipated, for emissions monitoring and modeling activities associated with PEF’s
Integrated Clean Air Compliance Plan.

In Order No. PSC-11-0553-FOF-El issued in Docket No. 110007-El on December 7
2011, the Commission approved ECRC recovery of PEF’s costs associated with emissions
testing and related analyses necessary to develop PEF’s strategy for achieving compliance with
new hazardous air pollutant standards (now known as “MATS") at Crystal River Units 4 and 5.
At that time, PEF expected to incur approximately $300,000 in costs for emissions testing
needed to assess mercury, particulate and acid gas emissions from the Crystal River units. Based
on a review of the final MATS rule issued on December 21, 2011, as well as the results of initial
emissions testing, PEF has determined that more detailed emissions testing and continuous
monitoring is required to enable PEF to adequately assess potential mercury control strategies.
Among other things, PEF plans to install mercury monitors that will enable the Company to
develop a longer-term assessment of mercury emissions under a variety of operating conditions
and control options. This longer-term assessment is necessary to ensure that potential control
options can consistently achieve compliance on a 30-day rolling average basis as required under
the final MATS rule.

In addition, as noted in PEF’s annual review of its Integrated Clean Air Compliance Plan
(filed as Exhibit PQW-1 on April 2, 2012), Best Available Retrofit Technology (“BART™)
requirements for sulfur dioxide (“SO;") could become an issue for PEF units depending upon the
results of ongoing litigation over EPA’s Cross-State Air Pollution Rule (“CSAPR™). EPA is now
requiring Florida to amend its State Implementation Plan to facilitate implementation of BART
requirements once the CSAPR litigation is resolved.
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As aresult, PEF will be working with the Florida Department of Environmental Protection to
perform air quality modeling necessary to determine whether emissions from PEF units impact
visibility conditions so as to trigger BART requirements for SO1.

Because the additional emissions monitoring and modeling activities discussed above are
within the scope of PEF’s previously approved Integrated Clean Air Compliance Plan, PEF will
include the costs associated with these activities within the Company’s estimated/actual
projection filings for that program. We also will keep the Commission apprised of any further
developments related to the Integrated Clean Air Compliance Plan during the course of this
year’s ECRC proceedings.

In the meantime, please do not hesitate to contact me should you have any questions or
comments.

Very truly yours,
HOPPING GREEN & SAMS, P.A,
By: -

ary V. Perk

Attomneys for PROGRESS ENERGY FLORIDA, INC.

Enclosure
cc: All counsel of record

Hopping Green & Sams

Atierneys and Counsehors
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I HEREBY CERTIFY that a true rrect copy of the foregoing has b ished via
¢lectronic (*) or regular U.S. Mail this/ y of May, 2012 tg& ics 38 indicated
below.
Charies Murphy, Esq. (*) J.R.Keily/Charles Rehwinkel
Office of General Counsel Offices of Public Counsel
Florida Public Service Commission ¢/o The Florida Legislature
2540 Shumard Oak Blvd, 111 West Madison Street, #812
Tallahassee, FL. 32399-0850 Tallahassee, FL. 32399
smurphy@psc.state. fLus Kelly,jri@leg.state. fL.ug
Rehwinkel.charles@leg.state.fi.us
James D, Beasley, Esq,
Jeffry Wahlen, Esq. Mr. James W, Brew, Esq.
Ausley & McMullen Law Firm ¢/o Brickfield Law Firm
P.O. Box 391 1025 Thomas Jefferson St., NW
Tallahassee, FL 32302 8* Floor, West Tower
ibeasley@ausley.com Washington, DC 20007
John T. Butler, Esq.
Florida Power & Light Co. Keefe Law Firm ’
700 Universe Boulevard Vicki Gordon Kaufiman/fon C. Moyle, Jr.
Juno Beach, FL. 33408 118 North Gadsden Street
John.butler@fol.com Tallahasses, FL 32301
vkaufman@kagmlaw.com
Ken Hoffman imoyle@kagmjaw.com
Florida Power & Light
215 8. Monroe Street, Ste, 810 Ms. Susan D, Ritenour
Tallahassee, FL 32301-1859 Gulf Power Company
Wade litchfield@fol.com One Energy Place
Pensacoia, FL. 12520-0780
Jeffrey A. Stone, Esq. sdritenc@southemnco.com
Russeil A. Badders, Esq.
Steven R. Griffin White Springs Agricultural Chemicals
Beggs & Lane Law Firm P.O. Box 300
P.O. Box 12950 White Springs, FL. 32096
Pensacola, F1, 32591 ;
jax@beggslane.com
mab@beggslanc.com; sig@beggslane.com R. Alexander Glen/John BurnetvDianne Triplett
P.O. Box 14042
Ms, Paula K. Brown St. Petersburg, FL 13733
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